Aligning Organizations Across Borders
for Effective Strategy Implementation
A case study

The complexity of global organisations is
increasing  constantly. Employees in these
organisations have to think multidimensionally and
find flexible solutions for the new problems which
arise every day.

Let us give you an example of one of our
operational consulting projects.
A major German tool and production equipment
producer has developed a new product, market and
production strategy in which the central
departments have decided that, in future, the global
subsidiaries have to buy their components from pre-
defined leading cost production facilities and have
to stop all individual and customized products in
their markets.
The basis for this decision was the rapid growth in
central Asia and the consequent opportunity to
produce equipment cheaper in China, to raise the
market share in China, the region with the biggest
growth potential and export from there to all other
countries. Controller and software development
was to be done in India and all other soft-ware
development facilities were to be closed for cost
reasons. Germany, where all development in former
times was centralized, only develops high-tech
products and some components ready to build in
other locations.

Japan was a stable but not growing market for this
client. 20 years before a Joint Venture with a J-
Company had been founded and in 1995 the JV was

taken over and became a wholly owned subsidiary.
The business was very successful in Japan and the
business model was that Japan basically continued
to produce the products which J-Customers wanted
in Japan and only utilized patents and some core
technologies from Germany. Over the years a very
stable relationship-driven integration of the
Japanese subsidiary had taken place due to good
communication between the German CEO and the
Japanese CEO. But integration mainly meant that
Japan did what they did and delivered profit.

The new global strategy was decided by a new
CEO in Germany who had lived many years in China
and was considered an Asia specialist as he had very
successfully established and grown China into the
cash cow of the company. Being in power for several
months the global CEO made the Japanese CEO
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he was proactively pursuing growth with J-OEMs on
the time-scale required to guarantee results and the
integration into a global new structure.

In order to bring Japan up to speed and implement
the new strategy and the dynamic growth from
China a new Expatriate CEO was sent who was Vice
President Operations in China prior to his call to
Japan. The new CEO Japan immediately began to
make the organizational changes required to
implement the new strategy and to be able to utilize
all the synergies connected with it. Consequently he
released many people from the first and second
management layer whom he considered obstacles
to this strategy.

This is when the situation started to escalate. The

J-Organisation was already irritated by the very
sudden removal of the old CEO. He had major
customer contacts, which immediately distanced
themselves from the company. Some of the old
managers resigned voluntary and found work with
competitors; others jointly started a law-suit for
compensation with the company.

Four months into his new job the new CEO Japan
had to admit that the company was not under his
control anymore and he had become an obstacle in
the daily operations as nobody wanted to decide
anything without his approval anymore. As it is
often the case in these situations he began to
polarize the relationship between the headquarters
and the J-Organisation to underline that the
position of the head-quarters was right and the
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also forced into taking sides which increased the
gap between the Japanese and German
organisations.

The Japanese employees had to recognize that
their former stable environment had become
unstable and they were literally scared, resulting in
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was soon felt by the customers.

Who is wrong? What went wrong?
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and normally resolves itself in the cleaning up
process, which is connected with the second
question: What went wrong?

The new product-customer-market-production
strategy made sense for 90% of the customers and
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markets and it guaranteed the company excellent
EBITDA increases in most locations. The decision to
implement it proved right all over the world!

One obstacle was that Japan did not even get to
know about these changes in advance as they were
working successfully in parallel for many years and
were not really integrated into the strategy and
product-definition process, as Japan had its own
products for its own customers. But the necessary
changes in the head-quarters made the established
business model for Japan untenable. The core
technology which Japan needed for production and
the connected engineering support and service for
Japan was simply not available in Germany anymore,
neither was it possible for Japan to buy certain core-
products in Germany in the future, which meant
that Japan could only have continued to produce in
Japan using such components if they would have
begun to integrate themselves into the new global
structure. But this meant a big threat for the
organisation as the staff was not used to
communicating with other locations or to
participating actively in the global product-planning
process.

The new CEO Japan was right in concluding that
his organisation was incapable of managing the new
requirements, but at the same time Japanese
labour-law and the non-availability of new
resources made it impossible to adjust the
organisation fast enough or at a speed which might
be possible in markets where high turn-over rates in
staff are usual. At the same time the old Japan CEO
was a strong charismatic leader with a patriarchic

top-down management style. The employees were
not used to taking responsibility themselves or
solving multi-dimensional problems themselves.
What does this mean?

Effective Strategy Implementation

In the holistic approach of CBI Partners we show
with the red circles on how many levels of
management our client had initially over-challenged
the organisation in Japan, meaning his customers in
Japan.
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Japanese organisations are not known for their high
flexibility and willingness to change, which is a
difficult and in our opinion a bad point. Yet the
Japanese consumer and production market is one of
the biggest worldwide. In Tooling, Machinery and
Automobiles Japan accounts for around 30% of
global production. So it would be strategically
guestionable to manage this market as a low
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priority simply because it appears to offer little
growth for many foreign companies, (who often do
not approach it correctly) or because it is difficult to
handle.

Even for a globally experienced manager the
situation which developed in this case in Japan
would have been a challenge, leaving aside how the
Japanese staff felt, never having had to work in the
complexity of a global organisation or in an
international matrix.

From an employee point of view in Japan, the
situation was perceived as a dangerous threat as
they were not used to expressing such fears or
resolving issues, this resulted in silent, passive but
effective rebellion in which soon the customer was
involved, as it is unfortunately often the case.

It was a matter of months until the missing red
circle around Finance and Legal brought the topic to
the attention of the advisory board in Germany,
who then ordered an organized integration and
recovery activity.

The holistic approach above is utilized to analyze
the current status of a company. Around 700
guestions based on our operational experience are
utilized to customize employee and or customer
surveys, which show how a company is perceived by
its stake-holders. These surveys systematically
disclose issues in an objective manner and reveal
areas in which different stake-holders have differing
perceptions. The results are used to make clear
recommendations on how to fix dysfunctional
situations and how to improve performance.



What were the major findings in this case:

Customer Product Market Production strategy

not aligned with JOrganisation. Customers not
considered in the strategy.

Whether the new strategy was right or wrong does
not matter, what matters is the fact that Japan, as a
key market, with J-Customers being existing and
high potential future customers all over the world
was not integrated in the creation and rollout of this
strategy.

In our case study-study we recognized that the
decision taken by headquarters was also right for
Japan as the Japanese customer base had moved
heavily into China, wanted to get a production for
China in China and began to produce with different
standards for Non-lapanese markets. With the
products which our customer had in Japan they
could not have delivered the new requirements for
China and it was high time for these changes. Also
the decision to remove the old CEO was right as he
would have not driven the necessary changes. The
problem here was that the Exchange of Top-
Management was not done according to country
specific requirements. Nor had it been taken into
account how to align the remaining leaders and key
stakeholders.

The new CEO came in with his experience of China
and did not recognize fast enough that he had to
align his approach with the HR Management to
understand what was feasible in Japan, which has
a completely different employment market.

The management at headquarters made the fatal
assumption that Asia = China and China = Japan and

by implementing a strategy for China with tools for
China or America, the leadership in Japan was
destroyed by originally capable managers, highly
skilled on the operational and strategic side, but
lacking knowledge of how to drive change in Japan.
In addition to all of this, the organisation and the
processes in Japan could not be adjusted fast
enough, which literally led to a stand-still in the
business with customers and employees moving
away from the company.

Even though there had been a major change with
huge impacts on both strategy, existing structures
and the morale of the employees, business was
conducted as usual. No change and integration
management was considered when implementing
the new strategy of head-quarter.

If you think this is an extreme case we have to

assure you it is not. The combination chosen here is
extreme but the single points are daily challenges
for organizations.
Many organisations start the typical game of
changing management in such situations as they
consider the new CEO burned in his position. An
activity we would advise against in most cases if the
person is capable, self-aware and ready for change.
Removing the person increases the loss of respect
and trust of employees and customers and this
already gives you a clue to where we would
recommend starting the cleaning up process in this
case. The analysis showed clearly that the
employees and customers had lost trust, did not
understand the new environment and did not see
the company as moving in a good and positive
direction.

The new CEO Japan had to begin at this point.

Rebuild trust and respect and bring his lost team
behind him.
The recommendation was to not talk too much
about what went wrong but rather bring people
together and objectively define with the support of
external sources how to move on. This process was
handled in such a way that employees first
recognized that the speed and pressure was
reduced and they were consulted more frequently
by the CEO and external resources. Resulting from
these discussions we organized workshops, in which
the new and old management team began to
organize their future in a newly created
environment. We intentionally focused on
operations and facts first in order to reduce
emotional content.

In this process it became obvious that the strategy
chosen by the headquarters, though it was right,
was not right in terms of the speed and how it was
implemented for Japanese customers and it had to
be adjusted to regain the trust of the employees
and customer, even though this cost money.

The issue of damage to trust and respect proved to
be the biggest obstacle and we identified the
unofficial leaders and most critical employees and
began a coaching process with them. Time pressure
was high and unfortunately one more key-player
had to be removed at short notice as it become
clear that he neither could nor wanted to draw a
line under the past.

These activities were accompanied by training in
how to drive change in multi-dimensional
organisations and in which levers individual players
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terms of production and distribution. uniquely combined in this seminar.

S executives managing across borders.
The tools and methodology applied in fixing issues are
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